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HOUSE OF REPRESENTATIVES
TWENTY-SECOND LEGISLATURE, 2004
STATE OF HAWAII

H.B. NO.

A BILL FOR AN ACT

RELATI NG TO PETROLEUM MARKET COVPETI TI ON, PRI CI NG AND
OVERSI GHT.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

SECTI

| egi sl ature found that there was a need to ensure | ower gasoline

prices for

ON 1. In Act 77, Session Laws of Hawaii 2002, the

Hawai i ' s consuners because Hawaii consumers were

paying a large prem um at the gasoline punp. One way the

| egi slature addressed this problemwas the inposition of

gasol ine price caps,

2004.

During the interimpreceding the inposition of the gasoline
price caps,

and tourismwas directed to:

enpi rical

options available to the |egislature;

which are to becone effective on July 1,

t he departnent of business, econom c devel opnent,

conduct an expert conprehensive,

exam nation of Hawaii's petrol eum market; review

and nmaeke findi ngs and

reconmendat i ons concerning appropriate renedi es and sol utions

avai l abl e to reduce whol esale and retail gasoline prices in

Hawai i, including the provisions in Act 77 inposing maxi mum

prices on whol esal e and retai

ef fects of

I nposi ng such price caps.

gasoline and the potenti al

The departnent of
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busi ness, econom ¢ devel opnent, and tourismwas to submt its
findings and reconmendati ons, including proposed |legislation, to
the legislature twenty days prior to the convening of the
regul ar session of 2003.

The departnent of business, econom ¢ devel opnent, and
touri smconducted its conprehensive study as directed by Act 77
and conpiled its findings and policy options, which resulted
with the foll owm ng recommendati ons:

(1) Repeal the gasoline price caps;

(2) Eimnate the state petrol eum comm ssioner's role by
reassi gning those duties to the director of business,
econom ¢ devel opnent, and tourism

(3) Repeal the restriction on manufacturers or jobbers in
operating service stations;

(4) Repeal the | ease rent caps on | essee operated gasoline
deal ers;

(5) Repeal the petrol eum conm ssioner's statutory
requi renent to conduct random and periodic audits and
i nspections of the petroleumindustry; and

(6) Revise existing petroleumindustry data reporting
requi renents to provide market transparency, and

provi de adequate inplenentation funding.
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The purpose of this Act is to inplenent those
recommendati ons contained in the study by the departnent of
busi ness, econom c devel opnent, and tourismthat require action
by the | egislature.

SECTION 2. Act 77, Session Laws of Hawaii 2002, is anended

by repealing section 2.

[ SECTION-2. . 36H . . I _
arrended—as—follows—

]. E ||. I 4__ - I - I
desi-ghated—and-toread-as—follows—
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SECTION 3. Section 486H 10.4, Hawaii Revised Statutes, is
r epeal ed.
[ " [5486H10.4] o : ot .
. . . . Ls: definiti |
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SECTION 4. Chapter 486J, Hawaii Revised Statutes, is

amended as foll ows:

1. By anmending section 486J-1, Hawaii Revised Statutes, to
read as foll ows:

"8486J-1 Definitions. As used in this chapter:

"Aviation fuel" neans and includes all |iquid substances of
what ever chem cal conposition usable for the propul sion of
ai rpl anes.

"Classes of retail trade" neans the separate subdivisions,

or "classes", of outlets or nethods of retail sales of liquid
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fuels, typically but not limted to gasoline and diesel for

not or vehicles, and includes any:

(1)

Conpany-operated station that is a retail service

(2)

station owned and operated by a refiner or whol esal e

di stributor and where retail prices are set by that

refiner or whol esal e distributor;

Lessee deal er operated station that is a retai

(3)

service station owned by a refiner or whol esal e

di stributor and operated by a qualified gasoline

deal er other than a refiner or whol esal e di stri butor

under a franchise; or

Owner operated station that is a retail service

station not owed by a refiner or whol esal e

di stributor and operated by a qualified gasoline

deal er.

"Conpetitively priced" neans fuel -grade ethanol for which

the whol esal e price, mnus the value of all applicable federal,

state, and county tax credits and exenptions, is not nore than

t he average posted rack price of unl eaded gasoline of conparable

grade published in the State.

"Cor porate overhead expenses" neans the expenses or costs

all ocated by the refiners that reflect their Hawaii business
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units’ share of corporate staff costs such as |egal, finance,

accounting, information technol ogy, and the Ilike.

"Departnent” neans the departnent of business, econonc

devel opnent, and tourism

"Director” nmeans the director of busi ness, econom c

devel opnent, and tourism

"Distributor” neans [andineludes]:

(1) Every person who refines, manufactures, produces, or
conpounds fuel in the State, and sells it at whol esal e
or at retail, or who utilizes it directly in the
manuf acture of products or for the generation of
power ;

(2) Every person who inports or causes to be inported into
the State, or exports or causes to be exported from
the State, any fuel; [and]

(3) Every person who acquires fuel through exchanges with
anot her distributor[-]; or

(4) Every person who purchases fuel for resale at

whol esal e or retail fromany person described in

paragraph (1), (2), or (3).

"Energy" means work or heat that is, or may be, produced

fromany fuel or source whatsoever
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"Fuel " nmeans [and—+neludes] fuels whether liquid, solid, or
gaseous, commercially usable for energy needs, power generation,
and fuels manufacture, that may be manufactured, grown,
produced, or inported into the State or that may be exported
therefron{+], including petrol eum and petrol eum products and
gases, coal, coal tar, vegetable fernents, and all fuel
al cohol s.

"Liquid fuel” neans fuels in liquid form comercially

usabl e for energy needs, power generation, and fuels

manuf acture, that may be manufactured, produced, or inported

into the State or that may be exported therefrom including

petrol eum and petrol eum products and all fuel al cohols.

"Maj or marketer" neans any person who sells natural gas,
propane, synthetic natural gas or oil in anounts determ ned by
t he departnent as having a major effect on energy supplies.

"Maj or oil producer" neans any person who produces oil in
anounts determ ned by the departnent as having a major effect on
energy supplies.

"Major oil storer" nmeans any person who stores oil or other
petrol eum products in anmounts determ ned by the departnent as

having a major effect on energy supplies.
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"Major oil transporter” means any person who transports oi

or other petrol eum products in anounts determ ned by the
departnent as having a major effect on energy supplies.
"Mont h" or "cal endar nonth" neans each full nonth of the
cal endar year.
"Person"[+] neans any person, firm association,
organi zation, partnership, business trust, corporation, or
conpany. "Person" also includes any city, county, public
district or agency, the State or any departnent or agency
thereof, and the United States to the extent authorized by

f ederal | aw

"Refiner" neans any person who owns, operates, or controls

the operations of one or nore refineries in Hawaii .

"Refinery" means any industrial plant, regardl ess of
capacity, processing crude oil feedstock and manufacturing oil
product s.

"Whol esale liquid fuel prices" nmeans the prices at which

liquid fuel is sold at wholesale for resale at whol esal e or
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typically but not limted to gasoline and diesel for

nmot or vehicles, and i ncl udes:

(1)

"Refiner whol esale price" which neans the whol esal e

(2)

price at which liquid fuel is sold by a refiner to any

distributor, not a refiner, for resale at any

subsequent whol esale, or retail transaction;

"Non-refiner whol esale price" which neans the

(3)

whol esal e price at which liquid fuel is sold by any

distributor, not a refiner, to any other distributor,

not a refiner, for resale at any subsequent whol esal e,

or retail transaction; and

"Deal er tank wagon price" neans the whol esal e price at

2.

which liquid fuel is sold to any retail outlet by any

distributor priced on a delivered basis to a retai

outlet."

By anmendi ng section 486J-2, Hawaii Revised Statutes, to

read as fol |l ows:

"8486J-2 Distributors to register. Every distributor, and

any person before becomng a distributor, shall register as such

with the [ eemmsstoner| director on forns to be prescribed,

prepared, and furnished by the [eemmssioner—] director."”
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3. By anendi ng section 486J-3, Hawaii Revised Statutes, to
read as foll ows:

"8486J-3 Statenents. (a) Each distributor [shalH], at
such reporting dates as the [ecoemm-ssioner] director may

establish, shall file with the [eemmssioener| director, on

forms prescribed, prepared, and furnished by the [ecoemmssioner ]
director, a certified statement show ng, separately for each
county and for the islands of Lanai and Mol okai w thin which and
whereon fuel is sold or used during the |ast preceding reporting
period, the follow ng:

(1) The total nunmber of gallons or units of fuel refined,
manuf act ured, or conpounded by the distributor within
the State and sold or used by the distributor, and if
for ultinmate use in another county or on another
i sland, the nanme of that county or island,

(2) The total nunber of gallons or units of fuel inported
or exported by the distributor or sold or used by the
distributor, and if for ultinmate use in another county
or on another island, the nane of that county or
i sl and;

(3) The total nunmber of gallons or units of fuel sold as

l[iquid fuel, aviation fuel, diesel fuel, and other
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types of fuel as required by the [ecomrssioner:]

di rector;

The total nunber of gallons or units of fuel and the
types thereof sold to: federal, state, and county
agenci es, ships stores, or base exchanges, commerci al
agricultural accounts, conmercial nonagricul tural
accounts, retail dealers, and other custoners as
requi red by the [eemmssioner]| director;

Mont hl y wei ghted average acqui sition cost per barrel,

[ 53]

and vol unes of foreign or donestic crude oil or other

liquid fuels, finished or unfinished, inported to

Hawai i ;

6) [ Monthly—Hawai+] Weekly wei ghted average

whol esal e prices, and sales volunmes of finished

[ Leaded—regular] unl eaded regul ar, and prem um not or

gasoline, and of each other grade of gasoline sold, by

i sl and, [threugh] to [conpany-eperated] retai

distributor outlets, by class of retail trade, [te

other—end-users,|] and to all other whol esal e

[ eustoners] distributors[+]. Wighted average

whol esal e prices and sal es vol unes shall be reported

by type of wholesale liquid fuel price;
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Weekly wei ghted average retail prices, and sal es

[ €63

vol unes of finished unl eaded regular, and prem um

not or gasoline, and of each other grade of gasoline

sold, by island, by retail distributor outlets of all

cl asses of retail trade, and by any distributor to

ot her end-users. The departnment nmay purchase retai

price data fromdata service conpani es, which the

departnent may use to substitute sone or all data to

nmeet the reporting requirenent for retail price data

under this section;

8) [Mnthlby] Weekly [Hawaii+] wei ghted average

whol esal e prices, and sal es vol unes [fer—+residential-

2—dieselfuel—and Neo—2fuel—oit+] of No. 2 diese

fuel and No. 2 fuel oil, by island, to retai

distributor outlets, by class of retail trade, and to

all other whol esale distributors. Wi ghted average

whol esal e prices and sal es vol unes shall be reported

by type of wholesale liquid fuel price[and];
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Weekly wei ghted average retail prices, and sal es

vol unes of No. 2 diesel fuel and No. 2 fuel oil sold,

by island, by retail distributor outlets of al

cl asses of retail trade, and by any distributor to

ot her end-users. The departnment may purchase retai

price data fromdata service conpani es, which the

departnent may use to substitute sone or all data to

nmeet the reporting requirenent for retail price data

under this section; and

[A] (10) Monthly [Hawai+] weighted average prices, and

sal es volunes for retail sales and whol esal e sal es, by

island, of No. 1 distillate, kerosene, finished
avi ation gasoline, kerosene-type jet fuel, No. 4 fuel

oil, residual fuel oil, and consuner grade propane.

£ .. hall e | | I he £
shal—be-subm-tted|
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[£e}] (b) Each major marketer shall submt to the

[ comm-ssioner] director, at a tine and in a formas the
[ comm-ssioner] director shall prescribe, information including
petrol eum and petrol eum product receipts, exchanges,
inventories, and distributions. [Fhe-ecommssioner—shall-
preseritbe by rule whenthe first report—shall be submtted]
[£d)] (c) The [eemmssioner] director may [regquest]
require reports of additional information as and when [fthe
comm-ssioner]] the director deens it necessary to perform|[{the
comm-sstoner-s}] the director's responsibilities under this

chapter.”

4. By anending section 486J-4, Hawaii Revised Statutes, to
read as foll ows:

"8486J-4 Informational reports. (a) Each major oi
producer, refiner, marketer, oil transporter, and oil storer
shall submt to the [eemmssioner]| director, in such form as
the [ cormm-ssioner]| director shall prescribe, information [whieh]

t hat includes the follow ng:
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Maj or oil transporters shall report on petrol eum by
reporting the capacities of each mmjor transportation
system the anpunt transported by each system and
inventories thereof. The provision of the information
shal |l not be construed to increase and decrease any
authority the [eemmssioner]| director may ot herw se
have;

Maj or oil storers shall report on storage capacity,
inventories, receipts and distributions, and nethods
of transportation of receipts and distributions;
Refiners shall report on facility capacity and
utilization and nethod of transportation of refinery
recei pts and distributions; and

Maj or oil marketers shall report on facility capacity
and net hods of transportation of receipts and

di stri butions.

(T o hall be | Lol he £

shall—be-subm-tted|
(b)

reports of additional information as and when [[the

comm-sstoner}] the director deens it necessary to perform|[fthe

The [econm-ssioner]| director may [reguest] require
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comm-sstoner-s}] the director's responsibilities under this

chapter.”

5. By anendi ng section 486J-5, Hawaii Revised Statutes, to
read as foll ows:

"8486J-5 Analysis of infornmation; [audits—and
Hnspeetions:-] summary reports. (a) The [petroleum

comm-sstoner| director, with the [ecomnssioner—s]|] director's

own staff and other support staff with expertise and experience
in, or with, the petroleumindustry, shall gather, analyze, and
interpret the information submtted to it pursuant to sections

486J-3 [and], 486J-4, and 486J-A and other information relating

to the supply and price of petrol eum products, with particul ar
enphasis on notor vehicle fuels, including, but not limted to,
all of the follow ng:

(1) The nature, cause, and extent of any petrol eum or
petrol eum products shortage or condition affecting
suppl y[+] and pri ce;

(2) The econom c and environnental inpacts of any
petrol eum and petrol eum product shortage or condition

af fecting supply[+] and price;
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Petrol eum or petrol eum product demand and supply
forecasting nethodol ogies utilized by the petrol eum
industry in Hawaii ;

The prices, with particul ar enphasis on whol esal e and
retail notor vehicle fuel prices, and any significant
changes in prices charged by the petrol eumindustry
for petroleum or petroleum products sold in Hawaii and
t he reasons for such changes;

The incone, expenses, and profits, both before and
after taxes, of the industry as a whole and of nmjor
firmse within it, including a conparison wth other
maj or industry groups and major firms within them as
to profits, return on equity and capital, and price-
earnings ratio;

The energing trends relating to supply, demand, price,
and conservation of petrol eum and petrol eum products;
and

The nature and extent of efforts of the petrol eum

i ndustry to expand refinery capacity and to make

acqui sitions of additional supplies of petroleum and

pet rol eum product s[ +—and
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comm-ssioner] .

[£e}] (b) The [eemmssioner]| director shall analyze the
i npacts of state and federal policies, rules, and regul ations
upon the supply and pricing of petrol eum products.

[(d)] (c) The [eemmssioner]| director shall publish
annual ly and submt to the governor and the | egislature twenty

days prior to the first day of [theeurrent] each legislative
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session a sumary, including any analysis and interpretation of
the information submtted to it pursuant to this chapter, and
any other activities taken by the [eemmssioner| director,
including civil penalties inposed and referrals of violations to
the attorney general under section 486J-9. Any person nay
submt comments in witing regarding the accuracy or sufficiency
of the information submtted. At the option of the director,
this report may be conmbined with reporting required by section
196-4(11), in the director's role as state energy resources
coordinator."

6. By anmending section 486J-6, Hawaii Revised Statutes, to
read as foll ows:

"8486J-6 Confidential information. (a) Confidential
comercial information presented to the [ecoemm-ssioner] director
pursuant to this chapter shall be held in confidence by the
[ comm-ssioner]| director or aggregated to the extent necessary to
assure confidentiality as governed by chapter 92F, including its

penal ty provisions.

(b I ot : b I I o
hall be d I ¢ dential i tl N I
ot : I : o i blic.]
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[£6}] (b) Unless otherw se provided by [aw, with respect
to data provided pursuant to sections 486J-3 [and], 486J-4, and
486J- A, neither the [eoemm-ssioner] director, nor any enployee
of the departnent, may do any of the follow ng:

(1) Use the information furni shed under sections 486J-3

[and], 486J-4, and 486J-A for any purpose other than

the statistical purposes for which it is supplied;
(2) Make any publication whereby the data furnished by any
particul ar establishnent or individual under sections

486J-3 [and], 486J-4, and 486J-A can be identified; or

(3) Permt anyone to exam ne the individual reports
provi ded under sections 486J-3 [and], 486J-4, and

486J- A ot her than the departnent of taxation, the

public utilities conm ssion, the attorney general, and
t he consuner advocate, and the authorized
representatives and enpl oyees of each.”
7. By anending section 486J-7, Hawaii Revised Statutes, to
read as foll ows:
"8486J-7 Confidential information obtained by another
state agency. Any confidential information pertinent to the
responsibilities of the [eeommssioner]| director specified in

this chapter that is obtained by another state agency, including
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t he departnent of taxation, the public utilities conmm ssion, the
attorney general, and the consumer advocate, shall be avail able
to the attorney general, the attorney general's authorized
representatives, and the [eoemmssioner] director and shall be
treated in a confidential manner."

8. By anmendi ng section 486J-8, Hawaii Revised Statutes, to
read as foll ows:

"8486J-8 Sharing of information obtained by the
[ comm-ssioner—] director. The [eomnssioner] director shal
make all information obtained by the [eemmssiener]| director
under this chapter, including confidential information,
available to the attorney general, the departnent of taxation,
the public utilities conm ssion, the consuner advocate, and the
aut hori zed representative of each, who shall safeguard the
confidentiality of all confidential information received."

9. By anendi ng section 486J-9, Hawaii Revised Statutes, to
read as foll ows:

"8486J-9 Failure to tinely provide information; failure to
make and file statenents; false statenments; penalties; referra
to the attorney general. (a) The [petroleumcomr-ssioner|
director shall notify those persons who have failed to tinely

provide the information specified in section 486J-3 [er], 486J-
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4, or 486J-A or requested by the [ecemm-ssioner]| director under

section 486J-3 [er], 486J-4[-] or 486J-A If, within five

busi ness days after being notified of the failure to provide the
specified or requested information, the person fails to supply
the specified or requested information, the person shall be
subject to a civil penalty of not |ess than $50, 000 per day nor

nore than $100, 000 per day for each day the subm ssion of

information is refused or del ayed[ —unless—the persen—has—tinely

(b) Any person who willfully nmakes any fal se statenent,

representation, or certification in any record, report, plan, or
ot her docunent filed with the [eemmssioner]| director shall be
subject to a civil penalty not to exceed $500, 000, and shall be
deened to have commtted an unfair or deceptive act or practice
in the conduct of a trade or conmerce and subject to the
penal ti es specified in chapter 480.

(c) The [ecomm-ssioner] director shall refer any matter

under [this—subseetion] subsection (a) or (b) to the attorney
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general, who nay exercise any appropriate |l egal or equitable
remedi es that may be available to the State.

[£e)}] (d) For the purposes of this section, "person" means,
in addition to the definition contained in section 486J-1, any
responsi bl e corporate officer."

10. By anendi ng section 486J-10, Hawaii Revised Statutes,
to read as foll ows:

"8486J- 10 Ethanol content requirenent. (a) The
[ comm-ssioner] director shall adopt rules in accordance with
chapter 91 to require that gasoline sold in the State for use in
not or vehicles contain ten per cent ethanol by volune. The
anmounts of gasoline sold in the State containing ten per cent
et hanol shall be in accordance with rules as the [ecemrssioner|
director may deem appropriate. The [eomm-ssioner]| director my
authorize the sale of gasoline that does not neet these
requi renents as provided in subsection (d).

(b) Gasoline blended with an et hanol - based product, such
as ethyl tertiary butyl ether, shall be considered to be in
conformance with this section if the quantity of ethanol used in
t he manufacture of the ethanol-based product represents ten per

cent, by volune, of the finished notor fuel.



10

11

12

13

14

15

16

17

18

19

20

21

22

et H.B. NO.

(c) Ethanol used in the manufacture of ethanol -based
gasol ine additives, such as ethyl tertiary butyl ether, may be
considered to contribute to the distributor's conformance with
this section; provided that the total quantity of ethanol used
by the distributor is an anount equal to or greater than the
anount of ethanol required under this section.

(d) The [eoemmssioner] director may authorize the sal e of
gasol ine that does not neet the provisions of this section:

(1) To the extent that sufficient quantities of
conpetitively-priced ethanol are not avail able to neet
the m nimumrequirenents of this section; or

(2) In the event of any other circunmstances for which the
[ comm-ssioner]| director determ nes conpliance with
this section would cause undue hardshi p.

(e) Each distributor, at such reporting dates as the

[ comm-ssioner] director nay establish, shall file with the

[ ecomm-ssioner]| director, on forns prescribed, prepared, and
furni shed by the [eemmssioner| director, a certified statenent
show ng:

(1) The price and anount of ethanol avail abl e;

(2) The anount of ethanol-bl ended fuel sold by the

di stributor;
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(3) The anount of non-ethanol -bl ended gasoline sold by the
di stributor; and

(4) Any other information the [eemmssioner]| director
shall require for the purposes of conpliance with this
section.

(f) Provisions with respect to confidentiality of
information shall be the sanme as provided in section [4863-7]
486J- 6.

(g) Any distributor or any other person violating the
requi renents of this section shall be subject to a fine of not
| ess than $2 per gallon of nonconformng fuel, up to a maxi mum
of $10, 000 per infraction.

(h) The [eemm-ssioner| director, in accordance with
chapter 91, shall adopt rules for the adm nistration and
enforcement of this section.”

11. By adding a new section to be appropriately inserted
and to read as foll ows:

"8486J-A Informational cost reports. (a) Each refiner,

at such reporting dates as the director nay establish, shal

file wwth the director, on fornms prescribed, prepared, and

furni shed by the director, a certified statenent of operating
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and overhead costs for the refiner’s Hawaii operations, which

shall include but not be limted to the foll ow ng:

(1) Crude oil costs;

(2) Oher feedstock costs;

(3) Refinery operating expenses;

(4) WMarketing operating expenses;

(5) Distribution expenses; and

(6) Corporate overhead expenses.

(b) In addition to the reporting required under subsection

(a), each distributor shall file with the director, any

Securities and Exchange Comm ssion Forns 10-K, 10-Q Annual

Reports, Quarterly Reports, and Earni ngs Suppl enents published

by the distributor.

(c) Each distributor, except a distributor who is so

defined solely by criteria in paragraph (4) of that definition

in section 486J-1, who sells liquid fuel only at retail and is

not a refiner, shall file with the director, at such reporting

dates as the director nmay establish, on forns prescri bed,

prepared, and furnished by the director, a certified statenent

of operating and overhead costs, which shall include the

fol |l ow ng:

(1) Gasoline purchases;
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(2) Diesel purchases;

(3) Marketing expenses; and

(4) Distribution expenses."

12. By adding a new section to be appropriately designated
and to read as foll ows:

"8486J-B Petroleumindustry information reporting system

The departnent shall devel op and maintain an aut omated petrol eum

information reporting systemthat neets the requirenents of

governnent, industry, and the public while pronoting sound

policy maki ng, and consuner information and protection. The

pur pose of the petroleumindustry information reporting system

is to conduct and facilitate the efficient reporting anal ysis of

i nformati on described in section 486J-5. The departnent shal

devel op the petroleumindustry information reporting systemin a

manner that will result in greater market transparency and

provi de useful information to those agencies that are authorized

to conduct oversight of the petroleumindustry and ensure

conpliance with all relevant | aws."

13. By repealing section 486J-12, Hawaii Revised Statutes:

[ “8486J-12 Rul-es— Theconmm-ssi-oner—shall—adopt.—anend,—or

| I | (] .. | I ol |
effectuatethis—chapter—]
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SECTION 5. This Act reflects the functions required to
i npl enent those recommendati ons contained in the Act 77, Session
Laws of Hawaii 2002, study by the departnent of business,
econom ¢ devel opnent, and tourismthat require action by the
| egislature. Section 1 of this Act lists the sixth such
recomrendati on as:

"(6) Revise existing petroleumindustry data reporting
requi renents to provide market transparency, and
provi de adequate inplenentation funding."

Havi ng addressed the recomendati on to strengthen the
state’s petroleumindustry data reporting, nonitoring, and
anal ytic functions in sections 2 and 4 of this Act, the purpose
of this section is to provide adequate inplenentation funding.
This funding will support establishnment of a statew de system of
"wat chdog"” nonitoring, analysis, and reporting of petrol eum
i ndustry prices, volunes, and profitability data for market
transparency and oversi ght by enforcenent agencies.

The departnent of business, econom c devel opnent, and
tourism s consultants who assisted in preparation of the study,
the National Conference of State Legislatures and Stillwater
Associ ates LLC, conducted resource assessnments to estimate

fundi ng requirements under various policy inplenentation
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scenari os. Those estinmates were anal yzed and adj usted by the
departnent of budget and finance.

Ful | inplenmentation of Act 77, Session Laws of Hawaii 2002,
was projected to cost the State up to a total of approximately
$1.2 million annually. It would require adding a total of
twelve full-time staff positions — five in the departnent of
busi ness, econom ¢ devel opnent, and tourism and seven in the
public utilities comm ssion. The first year start up cost would
total approximately $1.5 mllion, after adding the required one-
time estimated cost of $300,000 to devel op the petrol eum
i ndustry database and i nformati on system These resources wl |l
be required to inplenent, adm nister and enforce the Act 77
gasoline price caps.

| mpl enment ation of the DBEDT functions required by this Act
reflects the mninmum | east-cost set of policy options,
devel oped for and recommended in the study with the departnent
of budget and finance’s adjustnents. This funding will support
establishment of a statew de system of "watchdog" nonitoring,
anal ysis, and reporting of petroleumindustry prices, volunes
and profitability data for market transparency and oversi ght by
enforcenent agencies. |Irrespective of gasoline price control

i npl ementation, the resources necessary for DBEDT to inplenent
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these functions will total $551,769, the first year, and

$251, 769 annually thereafter. O the first year funding,
$300,000 is a one-tine estinmated cost to devel op the petrol eum
i ndustry dat abase and information systemin section 7 of this
Act .

Therefore, there is appropriated out of the general
revenues of the State of Hawaii the sum of $552,000, or so nuch
t hereof as nmay be necessary for fiscal year 2004-2005, to carry
out the purposes of this Act, including the establishnment and
operation of the market nonitoring and anal ysis structure
requi red by section 4 of this Act. The sum appropriated shal
be expended by the departnent of business, econom c devel opnent,
and tourism

SECTION 6. In codifying the new sections added by section
4 of this Act, the revisor of statutes shall substitute
appropriate section nunbers for the letters used in designating
t he new sections in this Act.

SECTION 7. Statutory material to be repealed is bracketed
and stricken. New statutory material is underscored.

SECTION 8. This Act shall take effect upon its approval;
provi ded that section 2 shall take effect on June 30, 2004, and

section 5 shall take effect on July 1, 2004.
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| mpl ementing the recommendati ons by the departnent of business,
econom ¢ devel opnent, and tourismin its exam nation of Hawaii's
petrol eum mar ket .



